FINANCIAL SECTION

Bunker Hill Monument



99 High Street Teleghone 617 9858 1000
Boston, MA 02110-2371 Fax 617 988 G800

Independent Auditors’ Report

The Honorable Mayor and City Council
City of Boston, Massachusetts:

We have audited the accompanying financial statements of the governmental activities, the business-type
activities, the aggregate discretely presented component units, each major fund, and the aggregate
remaining fund information of the City of Boston, Massachusetts, as of and for the year ended June 30,
2003, which collectively comprise the City’s basic financial statements as listed in the table of contents.
These financial statements are the responsibility of the City of Boston’s management. Our responsibility is
to express opinions on these financial statements based on our audit. We did not audit the financial
statements of certain entities, which represent 4% and 33% of the assets and revenues, respectively, of the
aggregate remaining fund information and 24% and 23% of the assets and revenues, respectively, of the
discretely presented component units. Those financial statements were audited by other auditors whose
reports have been furnished to us, and our opinion on the financial statements, insofar as it relates to the
aggregate remaining fund information and the discretely presented component units and their effects on the
governmental and fiduciary activities, is based solely on the reports of the other auditors.

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States. Those standards require that we plan and perform
the audit to obtain reasonable assurance about whether the financial statements are free of material
misstatement. The financial statements of the permanent funds and private-purpose trust funds were not
audited in accordance with Government Auditing Standards, issued by the Comptroller General of the
United States. An audit includes examining, on a test basis, evidence supporting the amounts and
disclosures in the financial statements. An audit also includes assessing the accounting principles used and
significant estimates made by management, as well as evaluating the overall financial statement
presentation. We believe that our audit and the reports of the other auditors provide a reasonable basis for
our opinions.

In our opinion, based on our audit and reports of other auditors, the financial statements referred to above
present fairly, in all material respects, the respective financial position of the governmental activities, the
business-type activities, the aggregate discretely presented component units, each major fund, and the
aggregate remaining fund information of the City of Boston, Massachusetts, as of June 30, 2003, and the
respective changes in financial position and cash flows, where applicable, thereof and the respective
budgetary comparison for the general fund for the year then ended in conformity with accounting
principles generally accepted in the United States of America.

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the City of Boston’s basic financial statements. The combining financial statements and
schedules listed in the table of contents are presented for purposes of additional analysis and are not a
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required part of the basic financial statements of the City of Boston. This information has been subjected to
auditing procedures applied in the audit of the basic financial statements and, in our opinion, is fairly
presented in all material respects in relation to the basic financial statements taken as a whole.

Management’s Discussion and Analysis on pages 3 through 13 and the schedules of funding progress and
employers’ contributions on page 59 are not required parts of the basic financial statements, but are
supplementary information required by the accounting principles generally accepted in the United States of
America. We have applied certain limited procedures which consisted principally of inquires of
management regarding the metheds of measurement and presentation of the required supplementary
information. However, we did not audit the information and express no opinion on it.

In accordance with Government Auditing Standards, we have also issued a separate report dated
December 5, 2003 on our consideration of the City’s internal control over financial reporting and on our
tests of its compliance with certain provisions of laws, regulations, contracts and grants. That report is an
integral part of an audit performed in accordance with Government Auditing Standards and should be read
in conjunction with this report in considering the results of our audit.

KPMa LEP

Boston, Massachusetts
December 5, 2003
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The City of Boston provides this Management’s Discussion and Analysis to provide additionat information to the
readers of the City’s Basic Financial Statements. This narrative overview and analysis of the financial activities
of the City of Boston is for the fiscal vear ended June 30, 2003. Readers are encouraged to consider this
information in conjunction with the additional information that is furnished in the City’s Comprehensive Annual
Financial Report (CAFR).

The City of Boston is in its second year of implementing new reporting standards with significant changes in
content and structure from years prior to fiscal year end June 30, 2002.

Overview of the Financial Statements

This discussion and analysis is intended to serve as an introduction to the City of Boston’s financial statements.
The City’s basic financial statements include three components: 1) govemment-wide financial statements,
2) fund financial statements, and 3) notes to the financial statements. This report also contains required
supplementary information regarding historical pension information. These components are described below:

Basic Financial Statements

The financial statements include two types of financial statements that present different views of the City — the
Government-Wide Financial Statements and the Fund Financial Statements. These financial statements also
include the Notes to the Financial Statements that explain some of the information in the financial statements
and provide more detail.

Government-Wide Financial Statements

The government-wide financial statements provide a broad view of the City’s operations in a manner similar to a
private-sector business. The statements provide both short-term and long-term information about the City’s
financial position, which assists in assessing the City’s economic condition at the end of the fiscal year. These are
prepared using the flow of economic resources measurement focus and the accrual basis of accounting. This
basically means they follow methods that are similar to those used by most businesses. They take into account all
revenues and expenses connected with the fiscal year even if cash involved has not been received or paid. The
government-wide financial statements include two statements:

The statement of net assets presents all of the government’s assets and liabilities, with the difference between the
two reported as “net assets.” Over time, increases or decreases in the City’s net assets may serve as a useful
indicator of whether the financial position of the City is improving or deteriorating,

The statement of activities presents information showing how the government’s net assets changed during the
most recent fiscal year. All changes in net assets are reported as soon as the underlying event giving rise to the
change occurs, regardless of the timing of related cash flows.

Thus, revenues and expenses are reported in this statement for some items that will not result in cash flows until
future fiscal periods (such as uncollected taxes and eamed but unused vacation leave). This statement also
presents a comparison between direct expenses and program revenues for each function of the City.

Both of the above financial statements have separate sections for the three different types of city programs or
activities. These three types of activities are:
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Governmental Activities — The activities in this section are mostly supported by taxes and intergovernmental
revenues (federal and state grants). Most services normally associated with ety government fall inio this
category, including general government, human services, public safety, public works, property and development,
parks and recreation, library, schools, county, public health programs, judgment and claims, retirement costs,
state and district assessments, debt service, and other employee benefits. :

Business-Type Activities — These functions normally are intended to recover all or a significant portion of their
costs through user fees and charges to external users of goods and services. These business-type activities of the
City include the operations of the City of Boston Convention Center Bond Fund and the Hospital Bond Fund.

Discretely Presented Component Units — These are operations for which the City has financial accountability, but
they have certain independent qualities as well. For the most part, these entities operate similar to private sector
businesses and the business-type activities described above.

The City’s four discretely presented major component units are:
Boston Public Health Commission
Boston Redevelopment Authority
Economic Development Industrial Corporation
Trustees of the Boston Public Library

Complete financial statements of the individual component units can be obtained from their respective
administrative offices. Additional information about the City’s component units is presented in the notes to the
financial statements.

The government-wide financial statements can be found immediately following this discusston and analysis.

Fund Financial Statements

A fund is a grouping of related accounts that is used to maintain control over resources that have been segregated
for specific activities or objectives. The City, like other local governments, uses fund accounting to ensure and
demonstrate compliance with finance-related legal requirements.

The fund financial statements focus on individual parts of the city government, reporting the City’s operations in
more detail than the government-wide statements. All of the funds of the City can be divided into three
categories. It is important to note that these fund categories use different accounting approaches and should be
interpreted differently. The three categories of funds are:

1. Governmental Fund Financial Statements — Most of the basic services provided by the City are financed
through governmental funds. Governmental funds are used to account for essentially the same functions reported
as governmental activities in the government-wide financial statements. However, unlike the government-wide
{inancial statements, the governmental fund financial statements focus on near-term inflows and outflows of
spendable resources. They also focus on the balances of spendable resources available at the end of the fiscal
year. Such information may be useful in evaluating the government’s near-term financing requirements. This
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approach is known as using the flow of current financial resources measurement focus and the modified accrual
basis of accounting. Under this approach, revenues are recorded when cash is received or when susceptible to
accrual. Expenditures are recorded when liabilities are incurred and due. These statements provide a detailed
short-term view of the City’s finances that assists in determining whether there will be adequate financial
resources available to meet the current needs of the City.

Because the focus of governmental funds is narrower than that of the government-wide financial statements, it is
useful to compare the information presented for governmental funds with similar information presented for
governmental activities in the government-wide financial statements. By doing so, readers may better understand
the long-term impact of the government’s near-terin financing decisions. Both the governmental fund balance
sheet and the governmental fund statement of revenues, expenditures, and changes in fund balances provide a
recongciliation to facilitate this comparison between governmental funds and the governmental activities. These
reconciliations are presented on the page immediately following each governmental fund financial statement.

The City has four governmental funds. Each fund is presented in a separate column in the governmental fund
balance sheet and in the governmental fund statement of revenues, expenditures, and changes in fund balances.
The City’s three major governmental funds are — the General Fund, the Special Revenue Fund, and the Capital
Projects Fund. All nonmajor governmental funds are combined in the “Other Governmental Funds™ colurnng on
these statements. The governmental funds financial statements can be found immediately following the
government-wide statements.

Of the City’s four governmental funds, the General Fund is the only fund for which a budget is legally adepted.
The Budgetary Statement or Statement of Revenues and Expenditures — Budgetary Basis is presented on
page 20. This statement provides a comparison of the original and final budget and the actual expenditures for
the current and prior year.

In accordance with state law and regulations, the City’s legally adopted general fund budget is prepared on a
“budgetary” basis instead of accounting principles generally accepted in the United States of America (GAAP),
Among the key differences between these two sets of accounting principles are that “budgetary” records property
tax revenue as it is levied, while GAAP records it as it becomes susceptible to accrual, “budgetary” records
certain activities and transactions in the general fund that GAAP records in separate funds, and “budgetary”
records as an expenditure any amount raised to cover for a prior year deficit, and as a revenue any available
funds raised from prior year surpluses, while GAAP ignores these impacts from prior years. The difference in
accounting principles inevitably leads to varying results in excess or deficiency of revenues over expenditures.
Additional information and a reconciliation of “budgetary” to GAAP statements is provided in note 4 of the
financial statements.

2. Proprietary Funds Financial Statements — These funds are used to show activities that operate more like
those of commercial enterprises. Because these funds charge fees for services provided to outside customers
including local governments, they are known as enterprise funds. Proprietary funds provide the same type of
information as the government-wide financial statements, only in more detail. Like the government-wide
financial statements, proprietary fund financial statements use the acerual basis of accounting. No reconciliation
is needed between the government-wide financial statements for business-type activities and the proprietary fund
financial statements.
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The basic proprietary funds financial statements can be found immediately following the governmental fund
financial statements.

3. Fiduciary Funds Financial Statements — These funds are used to account for resources held for the benefit of
parties outside the City government. Fiduciary funds are not reflected in the government-wide financial
statements because the resources of these funds are not available to support the City’s own programs. The
accounting used for fiduciary funds is much like that used for proprietary funds. They use the accrual basis of
accounting.

The City’s fiduciary funds are the Employee Retirement Funds (the State-Boston Retirement System and the
Boston Retirement System), which accounts for the transactions, assets, liabilities, and net assets of the City
employees’ pension plan, and the Private Purpose Trust Funds, which includes money held and administered by
the City on behalf of third parties.

The fiduciary funds financial statements can be found immediately following the proprietary fund financial
statements.

Notes to the Financial Statements

The notes provide additional information that is essential to a full understanding of the data provided in the
government-wide and the fund financial statements. The notes to the financial statements can be found
immediately following the fiduciary funds’ financial statements.

Required Supplementary Information

The basic financial statements are followed by a section of required supplementary information, which includes a
schedule of funding progress and a schedule of employer contributions for the State-Boston Retirement System.

Gevernment-Wide Financial Analysis

This analysis is based on the statement of net assets and statement of activities found on pages 14 and 15 of the
financial statements.

Government-Wide Highlights:

Net Assets — The total net assets of the City exceeded its liabilities at fiscal year ending June 30, 2003 by
$240.7 million (presented as “net assets”). Of this amount, $37.4 million was reported as “unrestricted net
assets.” Unrestricted net assets represent the amount available to be used to meet the City’s ongoing obligations
to citizens and creditors.

Changes in Net Assets — The City’s total net assets increased by $43.5 million in fiscal year 2003. Net assets of
governmental activities increased by $66.6 million, while net assets of the business-type activities showed a
decrease of $23.1 mitlion.
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Net Assets

As noted earlier, net assets may serve over time as a useful indicator of a government’s financial position. The
City’s combined net assets (government and business-type activities) totaled $240.7 million at the end of 2003,
compared to $197.2 million at the end of the previous year.

The components of net assets are comprised of the following: the investment in capital assets such as land,
buildings, equipment, and infrastructure (road, bridges, and other immovable assets), less any related debt used to
acquire that asset that is still outstanding — the amount is a deficit of $6.8 million indicating that the amount of
capital debt outstanding exceeds the net book value of the City’s fixed assets. The deficit in “Invested in capital
assets, net of related debt” results in part from the capitalization threshold established by the City whereby capital
assets of less that $15,000 in cost are not capitalized for financial statement purposes, from the refunding of
capital debi which resulls in monetary savings to the City, but often extends the life of the debt beyond the
depreciable lives of the related capital assets and from other noncapitalized financing costs related to the debt.
The City uses these capital assets to provide services to citizens; consequentially, these assets are not available
for future spending. Although the City’s investment in its capital assets is reported net of related debt, it should
be noted that the resources needed to repay this debt must be provided from other sources, since the capital assets
themselves cannot be used to liguidate these liabilities.

A large portion of the City’s net assets (87.3%) represents resources that are subject to external restrictions on
how they may be used. The remaining balance of unrestricted net assets may be used to meet the City’s ongoing
obligations to citizens and creditors. Internally imposed designations of resources are not presented as restricted
net assets.

At the end of the current fiscal year, the City is reporting a positive balance for the government as a whole. The
negative balance reported for business-type activities is offset by the positive balance reported for government
activities. The negative balance in business-type activities is a result of special obligation bonds outstanding at
year-end. These costs are intended to be covered by user charges, grants and lease receipts from third parties.

City of Boston’s Net Assets-Primary Government

(In thousands)
Goveremental Business-type
activities activities Totals
2003 2002 2003 2002 2003 2002
Cumrent assets ‘ b 923,629 905,639 58,267 68,079 981,896 973,718
Capital assets 889,665 781,942 — — 889,665 781,942
Other assets 2,352 2,102 3,360 1,555 5,712 3,657
Due from others 33,679 19,250 104,860 129,103 138,548 148,353
Total assets 1,849,325 1,708,933 166,496 198,737 2,015,821 1,907,670
Noncurrent liabilities 842,966 1,014,892 236,256 251,150 1,079,222 1,266,042
Other lizbilities 683,057 437,311 12,822 7,104 695,879 444 415
Total liabilities 1,526,023 1,452,203 249,078 258,254 1,775,101 1,710,457
Invested in capital assets, net of related
debt (6,784) (92,711} — n (6,784) (92,711}
Restricted 210,077 266,999 — — 210,077 266,999
Unrestricted 120,009 82,442 (82,582) (59,5E7) 37427 22,925
Total net assets $ 323,302 256,730 (82,582) (59,517) 240,720 197,213
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City of Bostor Changes in Net Assets-Primary Government

(In thousands)
Governmental Business-type
activities activities Totals
2003 2002 2003 2002 2003 2002
Revenues:
Program revenues:
Charges for services $ 127,367 130,854 12,877 38,695 140,244 169,549
Operating grants and contributions 503,696 541,589 — — 503,696 541,589
Capital grants and contributions 30,327 30,946 — — 30,327 30,946
(General revenues:
Taxes:
Property taxes, levied for general
PUTpOSES 1,005,684 967,762 e — 1,005,684 967,762
Excises 95,157 109,503 23,348 5,079 118,505 114,582
Payment in leu of taxes 40,9110} 36,332 _— — 40,910 36,332
Grants and contributions not restricted 234,719 272,150 — — 234,719 272,150
Investment income 18,655 23,097 8,377 8,594 27,032 31,691
Miscellaneous 33,245 31,568 — 7,303 33,245 46,871
Total revenues 2,089,760 2,145,801 44,602 59,671 2,134,362 2,205,472
Program expenses:
General government 60,112 84,350 —_ — 60,112 84,350
Human services 32,357 11,730 — — 32,357 - 11,730
Public safety 420,108 429,216 — e 420,108 429,216
Public works 94316 82,891 — — 94,316 82,891
Property and development 03,265 112,787 — — 93,265 112,787
Parks and recreation 19,766 18,504 — — 19,766 18,504
Library 33,938 38,112 — — 33,938 38,112
Schools 791,540 768,428 — — 791,540 768,428
Public health programs 63,897 64,537 — — 63,897 64,537
County 100,745 109,340 — — 100,745 109,340
Judgments and ¢laims 2,880 2,724 — — 2,880 2,724
Retirement costs 74,720 82,034 — — 74,720 82,034
Other employee benefits 114,209 101,059 e e 114,209 101,059
State and district assessments 69,009 67,769 — — 69,009 67,769
Repairs and maintenance 21,929 — — — 21,929 —
Interest on long-term debt 48,397 38,514 — — 48,397 38,514
Canvention center — — 40,786 19,035 40,786 19,035
Hospital — — 8.881 8,232 8,881 8,232
Total program expenses 2,041,188 2,011,995 49,667 27,267 2,090,855 2,039,262
Excess (deficiency) before
special items and transfers 48,572 133,806 (5.065) 32,404 43,507 166,210
Transfers 18,000 — (18,000) —_— — —
Special Item — gain on sale of capital assets — 13,300 — — — 13,300
Change in net assets 66,572 147,106 {23,065) 32,404 43,507 179,510
Net assets — beginning 256,730 109,624 {59,517) (91,921) 197,213 17,703
Net assets — ending $ 323,302 256,730 (82,582) (59,517) 240,720 197,213
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Governmental Activities

The City's governmental activities net assets increased by $66.6 million from the prior year. The City’s two
largest sources of revenues were property and excise taxes of $1.10 billion and $768.7 million operating and
capital grants from the federal and state governments. Approximately 52.2% of the City’s total revenue came
from property and excise taxes, while 36,5% resulted from grants and contributions (including federal aid).
Charges for various goods and services, interest, payments in lieu of taxes and other miscellancous revenues
totaled $238.2 million. The City’s expenses cover a range of services. The largest expenses were for schools
{$791.5 million), public safety ($420.1 million), other employee benefits (8114.2 million), county ($100.7),
public works ($94.3 million), property and development ($93.3 million), and public health programs
($63.9 million). In 2003, governmental activities expenses exceeded program revenues (i.e., user charges,
operating grants and capital grants) by $1.38 billion. This shortfall was covered primarily through taxes
($1.10 billion) and nonspecific grants of ($234.7 miilion).

Business-Type Activities

Net assets from business-type activities fell by $23.1 million during fiscal 2003. This change in net assets
resulted primarily from expenses associated with the construction of the Convention Center exceeding grants
from the Commonwealth of Massachusetts, offset by the excess of excise taxes generated by the enterprise fund
over the amount transferred to the general fund.

Financial Analysis of the City’s Individual Funds

This analysis is based on the Fund Financial Statements on pages 16 through 26.

As noted earlier, the City uses fund accounting to ensure and demonstrate compliance with finance-related legal
requirements.

Fund Highlights:

Governmental Funds — Fund Balances — As of the close of fiscal year 2003, the City’s governmental funds
reported a combined ending fund balance of $701.4 million, an increase of $60.2 million from the prior year. Of
this total amount, $365.4 million represents the “unreserved and undesignated fund balances™ with
$331.5 million of this amount in the general fund.

Governmental Funds

The focus of the City’s governmental funds is to provide information on near-term inflows, outflows, and
balances of spendable resources. Such information is useful in assessing the City’s financial requirements. In
particular, nnreserved fund balance may serve as a useful measure of a government’s financial position at the end
of the fiscal year,

General Fund — Fund Balance — The general fund is the chief operating fund of the City. The City’s General
Fund — Fund Balance Policy states in part to maintain a GAAP undesignated fund balance in the general fund
that is 10%, or higher, of GAAP general fund operating expenditures for the fiscal year, The GAAP undesignated
fund balance at the end of fiscal year 2003 was $331.5 million, which represents approximately 19.1% of GAAP
general fund operating expenditures.
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However, because the City is required to follow the statutory basis of accounting rather than GAAP for
determining the amount of undesignated fund balance that can be appropriated, it is the statutory (not the GAAP)
fund balance that is used to calculated “free cash.” Free cash is the amount of statutory fund balance in the
general fund, as certified by the Commonwealth of Massachusetts” Department of Revenue, that is available for
appropriation and is generated when actual revenues, on a cash basis, exceeded budgeted amounts and
encumbrances are less than appropriations, or both.

The City of Boston has established the General Fund — Capital Fund, Fund Balance Policy to ensure that the
City maintains adequate levels of fund balance to mitigate current and future risks (i.e., revenue shortfalls and
unanticipated expenditures). The policy in full states that the City shall maintain 2 GAAP undesignated fund
balance in the general fund that is 10% or higher than the current fiscal year’s GAAP general fund operating
expenditures; and that the City shall only consider the certification of free cash (as defined by the
Commonwealth of Massachusetts” Department of Revenue) in years where the appropniation of free cash shall
not cause the fiscal year’s GAAP undesignated fund balance to go below 10% of the fiscal year’s GAAP general
fund expenditures while maintaining a Budgetary Undesignated Fund Balance between 5% and 10% of
Budgetary Operating Expenses.

The City shall only consider the appropriation of certified free cash to offset: (1) certain fixed costs such as
pension contributions and related postretirement health benefits; and/or (2) to fund extraordinary and
nonrecurring events as determined and certified by the City Auditor.

The general fund budgetary highlights include ending fiscal year 2003 with a $1.8 million doltar surplus. This
represents the City’s 18th consecutive year with a balanced budget. Changes to the original budget resulted in no
change to the overall budget. However, there were two supplemental appropriations in the amount of $592,055
from reserve for collective bargaining to the School Department. These appropriations were used for salary and
wage increases. These supplemental appropriations were funded from available revenue sources. During the year,
revenues exceeded budgetary estimates, thus eliminating the need to draw on existing fund balance.

Special Revenue — Fund Balance — The special revenue fund accounts for the proceeds of specific revenue
sources that are legally restricted to expenditures for specified purposes. The fiscal year 2003 special revenue
fund balance is reported at $111.5 million, a $9.2 million decrease from fiscal year 2002,

Capital Projects Fund — Fund Balance — The capital projects fund accounts for financial resources to be used for
the acquisition or construction of major capital facilities, other than those financed by proprietary funds and trust
funds. The fiscal year 2003 capital projects fund balance is $56.8 million. The $17.9 million decrease from fiscal
year 2002 is attributable to the timing of borrowing of General Obligation Bond sales.

Other Governmental Funds — Fund Balance — Other governmental funds account for assets held by the City in a
trustee capacity or as an agent. The fiscal year 2003 other governmental funds fund balance is $41.8 million, a
$2.0 million decrease from fiscal year 2002.

Proprietary Funds

The City’s proprietary funds provide the same type of information found in the government-wide financial
statements for business-type activities. This information is presented on the same basis of accounting, but in
more detail.
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The City’s proprietary funds net assets for fiscal year 2003 arc a negative $82.6 million. As stated in the
discussion on the government-wide financial statements, the negative balance in the proprietary funds is a result
of the Convention Center special obhgation bonds and Hospital special obligation bonds outstanding at year-end.

Capital Asset and Debt Administration
Capital Assets

The City’s investment in capital assets for its governmental activities as of June 30, 2003, mcluded $1.88 billion
of cost and accumulated depreciation of $986.3 million, leaving a net book value of $889.7 million. This
investment in capital assets includes land, buildings, improvements, equipment, infrastructure and construction in
progress. Infrastructure assets are items that are normally immovable and have value only to the City, such as
roads, bridges, streets, sidewalks, drainage systems, lighting systems, and similar items,

The total increase in the City’s investment in capital assets for the current fiscal year was about 13.8% in terms
of net book value. However, actual expenditures to purchase or construct capital assets were $145.9 million for
the year. Most of this amount was used to construct or reconstruct roads and bridges. Depreciation charges for
the year totaled $38.2 million. Additional information on the City’s capital assets can be found in note 8 of the
notes to the basic financial statements.

Long-term Debt

Debt Administration — The authority of the City to incur debt is governed by federal and state laws that restrict
the amounts and purposes for which a municipality can incur debt. At year-end, the City had $873.9 million in
General Obligation bonds principal outstanding — an increase of 5.4% over last year.

The key factors in this increase were the issuances of the $48.6 million 2002 Series B General Obligation
Refunding Bonds, $43.1 million 2002 Series C General Obligation Refunding Bonds and $162.0 million 2003
Series A General Obligation Bonds.

General obligation bonds are backed by the full faith and credit of the City, including the City’s power to levy
additional taxes to ensure repayment of the debt. Accordingly, all general obligation debt currently outstanding
has been approved by a vote of the City Council.

The long-term debt to be paid by the business-type activities decreased $15.4 million due to the issuance of
$127.8 million of Boston City Hospital Special Obligation Refunding Bonds, the proceeds of which were used to
repay a portion of outstanding revenue with a face amount of $141.1 million referring to the Boston City
Hospital Revenue Refunding Bonds Series B.

Other Debt — The City’s general long-term notes and other obligations decreased by $8.0 million, or (2.2%),
during the current fiscal year. The key factors were reductions of compensated absences of $7.6 million,
judgments and claims of $1.8 million, and leases of $8.5 million offset by a net increase in BAN’s outstanding of
$9.0 million.
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Additional information on the City’s long-term debt obligations can be found m note 10 of the notes to the basic
financial statements.

Requests for Information

This financial report is designed to provide a general overview of the City of Boston’s finances for all of the City
of Boston’s citizens, taxpayers, customers, investors and creditors. This financial report seeks to demonstrate the
City’s accountability for the money it receives. Questions concerning any of the information provided in this
report or requests for additional information should be addressed to: City of Boston, Auditing Department,
Boston City Hall, Room M-4, Boston, MA 02201.
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June 30, 2003

(In thousands)

Primary government

Governmental Business-type Component
activities activities Total units
Assets:
Cash and investments $ 673,744 841 674,585 161,131
Cash and investments held by trustees 45,869 56,286 102,155 4,901
Receivables, net;
Property taxes 15,163 — 15,163 —
Intergovernmental 163,297 1,140 104,437 —
Other 25,556 — 25,556 109,867
Other assets 2,352 3,360 5712 164,315
Capital assets:
Nondepreciable 488,218 — 488,218 18,780
Depreciable, net 401,447 — 401,447 37.834
Internal balances 18,000 (18,000} e —
Due from BMC — — — 10,523
Due from components units 15,679 122,869 138,548 —
Total assets 1,849,325 166,496 2,015,821 507,351
Liabilities:
Warrants and accounts payable 53,145 — 53,145 113,550
Accrued liabilities - current:
Compensated absences 45,724 — 45,724 —_
Judgments and claims 13,973 — 13,973 —
Payroll and related costs 104,670 — 104,670 —
Deposits and other 72,791 3,127 75,918 2,907
Current portion of long-term debt and leases 95,489 9,695 105,184 3,695
Due to BMC — — — 36,178
Due to primary government — — — 138,548
Deferred revenue 47,861 — 47861 49,027
Noncurrent liabitities:
Bonds due in more than one year 793,444 236,256 1,029,700 18,383
Other due in more than one year 39,690 — 39,690 —
Leases payable 9,832 — 9,832 —
Bond anticipation notes payable 96,000 —_ 96,000 —
Other noncurrent liabilities 153,404 — 153,404 23,571
Total liabilities 1,526,023 249078 1,775,101 385,859
Net assets:
Investment in capital assets, net of
related debt (6,784) — (6,784) 32,959
Restricted for:
Capital projects 56,770 — 56,770 —_
Other purposes 153,307 — 153,307 59,096
Unrestricted 120,009 (82,582) 37427 29,437
Total net assets 5 323,302 {82,582) 240,720 121,492

See accompanying notes to basic financial statements.
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CITY OF BOSTON, MASSACHUSETTS
Statemeni of Activities
Year ended June 30, 2003

{In thousands)

FProgram revenues

Net (expense) revenue and
changes in net assets

Operating Capital Primary government
Charges for grants and grants and Governmental Busincss-type Component
Functions/programs Expenses services contributions contributions activities activities Total units
Primary povernment:
Govemmental activitics:
General government 2 60,112 12,679 17,930 — {29,503) — (29,503) —
Humar services 32,357 4 7438 — 24,917) — (24917 —
Public safety 420,108 89,480 25,282 — (305,346) — (305,346) -
Public works 94,316 4,196 430 13,095 (76.545) — (76,545)
Property and development 93,265 1,348 67,346 — {24,571) — (24.571) —
Parks and recreation 19,766 — 831 — (18,035) — (18,935) —
Library 33,938 351 4,273 — 29,314) — (29.314) —
Scheols 791,540 18,223 290,816 17,232 {465,269) — {465,269} —
Public health programs 63,897 — -— — (63,897) — (63,897)
County 100,745 — 89,302 (11,443) — (11,443) -
Judgments and claims 2,880 — — — {2,380) — (2,880) —
Retirement costs 74,720 1,086 — — (73.634) — (73,034) —
Other employee benefits 114,209 — - (114,209} - (114,209) -
State and district asscssiments 69,009 — — — (69,009} — {69,009) —
Repairs and maintenance 28929 — — — (21,929 — {21,929) —_
Interest on long-term debt 48,397 — — — (48,397) — {48,397)
Tetal governmental activities 2,041,188 127,367 503,696 30,327 {1,37%,798) — (1,379,798} —
Busingss-type activities;
Convention Center 40,786 — 12,877 — — (27,909) (27,900)
Hospital bonds 8,881 —— — — — {B,881) (3,881}
Total husingss-type activities 49,667 — 12,877 — — (36,790} (36,790} —
Total primary government § 2090855 127,367 516,573 30,327 {1,379.798) (36,790) {1,416,588)
Component units:
Boston Public Health Conmission $ 116,016 — 120,524 — — — — 3,908
Boston Redevelopment Authority 36454 — 34,627 — — — —_— (1,827)
Trustees of the Public Library of the City of Boston 13,369 716 10,143 — — — — (2,508)
Economic Development and I